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TO ALL OECD CAPITALS IMMEDIATE 

UNCLAS STATE 090612 

E.O. 11652: N/A 

TAGS: ETRD 

SUB J : GUIDANCE ON RELEVANCE OF U.S. ENERGY PROGRAM TO 
IMPORTED AUTOMOBILES 

1 . WE ARE RECEIVING MANY QUESTIONS WITH RESPECT TO HOW THE 
PRESIDENT'S PROPOSED NEW ENERGY PROGRAM - SPECIFICALLY ITS 
TAX ON "GAS-GUZZLERS" AND REBATE ON FUEL-EFFICIENT AUTOMO- 
BILES - WOULD APPLY TO VEHICLES IMPORTED INTO THE UNITED 
STATES. IN ANSWERING SUCH QUESTIONS, POSTS SHOULD DRAW ON 
FOLLOWING: 

2. EXCERPT FROM TEXT OF WHITE HOUSE "FACT SHEET." 

BEGIN TEXT: 

UNCLASSIFIED 

UNCLASSIFIED 
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"A. GAS GUZZLER TAX AND REBATE (LEGISLATIVE): BECAUSE PRES- 
ENT LAW AND REGULATIONS ARE INSUFFICIENT TO ASSURE THAT 
NEEDED CONSERVATION WILL TAKE PLACE IN THIS SECTOR, A GRAD- 
UATED EXCISE TAX WOULD BE IMPOSED ON NEW AUTOMOBILES AND 
LIGHT DUTY TRUCKS WHOSE FUEL ECONOMY FAILS TO MEET THE 
APPLICABLE FUEL ECONOMY STANDARD UNDER EXISTING LAW. GRADUA- 
TED REBATES WOULD BE GIVEN FOR AUTOMOBILES AND LIGHT DUTY 
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TRUCKS WHOSE FUEL ECONOMY IS BETTER THAN THE STANDARD. 

THE TAX SCHEDULE WOULD BE FIXED BY STATUTE. AND TAXES WOULD 
BEGIN IN MODEL YEAR 1978, INCREASE EACH YEAR THROUGH 1985, 

AND REMAIN CONSTANT THEREAFTER. THE REBATE SCHEDULE WILL BE 
ADJUSTED EACH YEAR IN ADVANCE, BY THE I.R.S., SO THE TOTAL 
ESTIMATED REBATE PAYMENTS WILL NOT EXCEED THE ESTIMATED TAX 
RECEIPTS. THE PROPOSED TAX AND REBATE TABLE IS ATTACHED AS 
APPENDIX A. 

ELECTRIC VEHICLES WILL BE ELIGIBLE FOR THE MAXIMUM REBATE. 
REBATES WILL BE AVAILABLE FOR VEHICLES MANUFACTURED IN THE 
UNITED STATES AND CANADA. REBATES WOULD BE AVAILABLE FOR 
VEHICLES MANUFACTURED IN OTHER COUNTRIES ON THE BASIS OF 
TREATIES OR EXECUTIVE AGREEMENTS ENTERED INTO BETWEEN THESE 
COUNTRIES AND THE UNITED STATES. THE PRESIDENT'S SPECIAL 
REPRESENTATIVE FOR TRADE NEGOTIATIONS WILL WORK WITH OTHER 

NATIONS TO DEVELOP EQUITABLE REBATE AGREEMENTS." ENDTEXT 

3. EXCERPT FROM TEXT OF PRESIDENT S SPEECH. BEGIN TEXT: 

THE CONGRESS HAS ALREADY ADOPTED FUEL EFFICIENCY STANDARDS, 
WHICH WILL REQUIRE NEW CARS TO AVERAGE 27.5 MILES PER GALLON 
BY 1985 INSTEAD OF THE 18 THEY AVERAGE TODAY. 

TO INSURE THAT THIS EXISTING CONGRESSIONAL MANDATE IS MET, 

I AM PROPOSING A GRADUATED EXCISE TAX ON NEW GAS GUZZLERS 
THAT DO NOT MEET FEDERAL AVERAGE MILEAGE STANDARDS. THE TAX 
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WILL START LOW AND THEN RISE EACH YEAR UNTIL 1985. IN 1978, 

A TAX OF 180 DOLLARS WILL BE LEVIED ON A CAR GETTING 15 MILES 
PER GALLON, AND FOR AN 1 1 MILE-PER-GALLON CAR THE TAX WILL 
BE 450 DOLLARS. BY 1985 ON WASTEFUL NEW CARS WITH THE SAME 
LOW MILEAGE, THE TAXES WILL HAVE RISEN TO 1,600 DOLLARS 
AND 2,500 DOLLARS. 

TAXES RETURNED IN REBATES 

ALL OF THE MONEY COLLECTED BY THIS TAX ON WASTEFUL AUTOMO- 
BILES WILL BE RETURNED TO CONSUMERS, THROUGH REBATES ON CARS 
THAT ARE MORE EFFICIENT THAN THE MILEAGE STANDARD. WE EX- 
PECT THAT BOTH EFFICIENCY AND TOTAL AUTOMOBILE PRODUCTION 
AND SALES WILL INCREASE UNDER THIS PROPOSAL. WE WILL INSURE 
THAT AMERICAN AUTOMOBILE WORKERS AND THEIR FAMILIES DO NOT 
BEAR AN UNFAIR SHARE OF THE BURDEN. OF COURSE, WE WILL ALSO 
WORK WITH OUR TRADING PARTNERS TO SEE THAT THEY ARE TREATED 
FAIRLY." ENDTEXT. 

4. PENALTY TAX ON FUEL-INEFFICIENT CARS WOULD APPLY REGARD- 
LESS OF NATIONAL ORIGIN, FOREIGN OR DOMESTIC, AND IS THUS 
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NON-DISCRIMINATORY. FORM AND SUBSTANCE OF AGREEMENTS TO BE 
NEGOTIATED BY STR HAVE NOT BEEN WORKED OUT. AMBASSADOR 
STRAUSS IS CONSULTING INFORMALLY ON MATTER DURING CURRENT 
VISITS TO GENEVA, BRUSSELS AND LONDON. SPECULATION ON 
WHAT NEGOTIATED AGREEMENTS MAY OR MAY NOT INCLUDE OR COVER 
SHOULD BE EMPHATICALLY DISCOURAGED. ALREADY FALSE ASSUMP 
TIONS HAVE BEEN MADE AND REPORTED IN THE PRESS. REQUIRE- 
MENTS OR SPECIFIC TERMS OF SUCH AGREEMENTS MAY OR MAY NOT 
BE WRITTEN INTO LEGISLATION AUTHORIZING THE ENERGY PROGRAM. 
THE ADMINISTRATION'S LEGISLATION WILL NOT BE INTRODUCED IN 
CONGRESS BEFORE NEXT WEEK. CONGRESSIONAL APPROVAL IS OF 
COURSE REQUIRED BEFORE ANY ASPECT OF PROGRAM CAN BE IMPLE- 
MENTED OR NEGOTIATED. CONGRESSIONAL SOURCES ANTICIPATE 
CONSIDERATION OF ENERGY PROGRAM MAY BE LENGTHY AND 
CONTENTIOUS. 
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1 . WE ARE RECEIVING MANY QUESTIONS WITH RESPECT TO HOW THE 
PRESIDENT'S PROPOSED NEW ENERGY PROGRAM - SPECIFICALLY ITS 
TAX ON "GAS-GUZZLERS" AND REBATE ON FUEL-EFFICIENT AUTOMO- 
BILES - WOULD APPLY TO VEHICLES IMPORTED INTO THE UNITED 
STATES. IN ANSWERING SUCH QUESTIONS, POSTS SHOULD DRAW ON 
FOLLOWING: 

2. EXCERPT FROM TEXT OF WHITE HOUSE "FACT SHEET." 

BEGIN TEXT: 
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"A. GAS GUZZLER TAX AND REBATE (LEGISLATIVE): BECAUSE PRES- 
ENT LAW AND REGULATIONS ARE INSUFFICIENT TO ASSURE THAT 
NEEDED CONSERVATION WILL TAKE PLACE IN THIS SECTOR, A GRAD- 
UATED EXCISE TAX WOULD BE IMPOSED ON NEW AUTOMOBILES AND 
LIGHT DUTY TRUCKS WHOSE FUEL ECONOMY FAILS TO MEET THE 
APPLICABLE FUEL ECONOMY STANDARD UNDER EXISTING LAW. GRADUA- 
TED REBATES WOULD BE GIVEN FOR AUTOMOBILES AND LIGHT DUTY 
TRUCKS WHOSE FUEL ECONOMY IS BETTER THAN THE STANDARD. 

THE TAX SCHEDULE WOULD BE FIXED BY STATUTE, AND TAXES WOULD 
BEGIN IN MODEL YEAR 1978, INCREASE EACH YEAR THROUGH 1985, 

AND REMAIN CONSTANT THEREAFTER. THE REBATE SCHEDULE WILL BE 
ADJUSTED EACH YEAR IN ADVANCE, BY THE I.R.S., SO THE TOTAL 
ESTIMATED REBATE PAYMENTS WILL NOT EXCEED THE ESTIMATED TAX 
RECEIPTS. THE PROPOSED TAX AND REBATE TABLE IS ATTACHED AS 
APPENDIX A. 

ELECTRIC VEHICLES WILL BE ELIGIBLE FOR THE MAXIMUM REBATE. 
REBATES WILL BE AVAILABLE FOR VEHICLES MANUFACTURED IN THE 
UNITED STATES AND CANADA. REBATES WOULD BE AVAILABLE FOR 
VEHICLES MANUFACTURED IN OTHER COUNTRIES ON THE BASIS OF 
TREATIES OR EXECUTIVE AGREEMENTS ENTERED INTO BETWEEN THESE 
COUNTRIES AND THE UNITED STATES. THE PRESIDENT'S SPECIAL 
REPRESENTATIVE FOR TRADE NEGOTIATIONS WILL WORK WITH OTHER 

NATIONS TO DEVELOP EQUITABLE REBATE AGREEMENTS." ENDTEXT 

3. EXCERPT FROM TEXT OF PRESIDENT S SPEECH. BEGIN TEXT: 

THE CONGRESS HAS ALREADY ADOPTED FUEL EFFICIENCY STANDARDS, 
WHICH WILL REQUIRE NEW CARS TO AVERAGE 27.5 MILES PER GALLON 
BY 1985 INSTEAD OF THE 18 THEY AVERAGE TODAY. 

TO INSURE THAT THIS EXISTING CONGRESSIONAL MANDATE IS MET, 

I AM PROPOSING A GRADUATED EXCISE TAX ON NEW GAS GUZZLERS 
THAT DO NOT MEET FEDERAL AVERAGE MILEAGE STANDARDS. THE TAX 
UNCLASSIFIED 
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WILL START LOW AND THEN RISE EACH YEAR UNTIL 1985. IN 1978, 

A TAX OF 180 DOLLARS WILL BE LEVIED ON A CAR GETTING 15 MILES 
PER GALLON, AND FOR AN 1 1 MILE-PER-GALLON CAR THE TAX WILL 
BE 450 DOLLARS. BY 1985 ON WASTEFUL NEW CARS WITH THE SAME 
LOW MILEAGE, THE TAXES WILL HAVE RISEN TO 1,600 DOLLARS 
AND 2,500 DOLLARS. 

TAXES RETURNED IN REBATES 

ALL OF THE MONEY COLLECTED BY THIS TAX ON WASTEFUL AUTOMO- 
BILES WILL BE RETURNED TO CONSUMERS, THROUGH REBATES ON CARS 
THAT ARE MORE EFFICIENT THAN THE MILEAGE STANDARD. WE EX- 
PECT THAT BOTH EFFICIENCY AND TOTAL AUTOMOBILE PRODUCTION 
AND SALES WILL INCREASE UNDER THIS PROPOSAL. WE WILL INSURE 
THAT AMERICAN AUTOMOBILE WORKERS AND THEIR FAMILIES DO NOT 
BEAR AN UNFAIR SHARE OF THE BURDEN. OF COURSE, WE WILL ALSO 
WORK WITH OUR TRADING PARTNERS TO SEE THAT THEY ARE TREATED 
FAIRLY.' 1 END TEXT. 

4. PENALTY TAX ON FUEL-INEFFICIENT CARS WOULD APPLY REGARD- 
LESS OF NATIONAL ORIGIN, FOREIGN OR DOMESTIC, AND IS THUS 
NON-DISCRIMINATORY. FORM AND SUBSTANCE OF AGREEMENTS TO BE 
NEGOTIATED BY STR HAVE NOT BEEN WORKED OUT. AMBASSADOR 
STRAUSS IS CONSULTING INFORMALLY ON MATTER DURING CURRENT 
VISITS TO GENEVA. BRUSSELS AND LONDON. SPECULATION ON 
WHAT NEGOTIATED AGREEMENTS MAY OR MAY NOT INCLUDE OR COVER 
SHOULD BE EMPHATICALLY DISCOURAGED. ALREADY FALSE ASSUMP 
TIONS HAVE BEEN MADE AND REPORTED IN THE PRESS. REQUIRE- 
MENTS OR SPECIFIC TERMS OF SUCH AGREEMENTS MAY OR MAY NOT 
BE WRITTEN INTO LEGISLATION AUTHORIZING THE ENERGY PROGRAM. 
THE ADMINISTRATION'S LEGISLATION WILL NOT BE INTRODUCED IN 
CONGRESS BEFORE NEXT WEEK. CONGRESSIONAL APPROVAL IS OF 
COURSE REQUIRED BEFORE ANY ASPECT OF PROGRAM CAN BE IMPLE- 
MENTED OR NEGOTIATED. CONGRESSIONAL SOURCES ANTICIPATE 
CONSIDERATION OF ENERGY PROGRAM MAY BE LENGTHY AND 
CONTENTIOUS. VANCE UNQUOTE VNCE 
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